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War and Reconversion Congress of American Industry —I 


The National Association of Manufacturers, in accord with precedent, assembled in December 4,000 

industrial leaders from all parts of the country for a three-day meeting. We devote this issue and 

the next to the official program adopted and addresses delivered, some of which contain highly 
important information.’ 


The Congress of American Industry has become an an- 
nual event and it is our custom to report the proceedings 
in an issue of this Service. This year so much was said 
concerning national and world problems with broad human 
and ethical implications that two successive issues are de- 
voted to the meeting. Even so, the report must be selective. 
The method is that of excerpt and summary, without com- 
ment. 

The New Program: ‘’Victory For Freedom” 


The program adopted by the Congress declares that this 
war is not only against aggressor nations but against their 
ideas. After victory faith in freedom must be restored. A 
high standard of living must be provided for everyone: 
“Good jobs, steady employment, high wages, shortened 
work hours, lower prices, improved products, insurance 
against sickness and old age, the material comforts of life 
are results attainable only by efficient production and dis- 
tribution. Progress will require the combined skill, effort, 
and cooperation of management, agriculture and labor, the 
continued improvement through research of products and 
processes, the accumulation through thrift and saving of 
the necessary capital, and—most important of all—a politi- 
cal and social atmosphere favorable to the continued 
growth and development of individual enterprise.” 

There are tragic signs all over the world of “an inglori- 
ous retreat from freedom. Everywhere the growing power 
and influence in life is government—government in all of 
its forms. Today, government more and more dominates 
the people in their daily lives. Everywhere individualism 
seems stunned, confused, dismayed. The vision of liberty 
that once stirred the souls of men is fading, and is being 
replaced, at least in part, by the delusion that personal free- 
dom and security can be achieved by dependence on the 
state. This is the age-old contention that the people are 
not competent to administer their own economic affairs— 
that government must do it for them. This means the in- 
dividual loses his economic freedom and his personal re- 
sponsibility for his own material well-being. It means that 
assorted governmental agencies assume ill-defined but sub- 
stantial powers to regulate and direct the most minute de- 


1 This report has been delayed because the texts of the addresses 
given at the Congress only recently became available for the pur- 
pose. 


tails of every man’s life. But the security promised is 
illusory, the loss of liberty is real and immediate.” Sacri- 
fices are willingly made for war, but in this war “the im- 
mediate and temporary demands of war have been made 
the pretext for promoting the doctrine of a government- 
dictated and planned economy. 

“Freedom as we have known it can not exist under a 
government-dictated economy. 

“In a dictated economy, government finally controls di- 
rectly or indirectly every feature of the nation’s economic 
life. This it accomplishes by government directives and 
by arbitrary manipulations of money, credit, prices and 
taxation. These are substituted for the decisions of free 
men in the daily business transactions in the grocery store, 
at the bank, on the farm, or in the manager’s office at the 
factory. 

“It is often said that a government-dictated economy 
will not work. All that anyone can mean by this is that it 
can not work within the American tradition of freedom, 
which is true. At the cost of a lower standard of living, 
and at the cost of freedom, it can be made to work—per- 
haps for a long time. It has been made to work before, 
and powerful nations have been built up under it—but the 
people in them were not free.” 

There is no point in exchanging epithets. ‘Proponents 
of individual freedom are alleged to be selfish, greedy, 
heartlessly seeking their own comfort, security, and privi- 
lege, regardless of the consequences to their fellow men. 
Some may be, but certainly most are not. Proponents of 
government-dictated economies are called power-thirsty 
demagogues, apostles of paternalistic, collectivistic govern- 
ment seeking dictatorial powers. Some may be, but cer- 
tainly most are not. Such recriminations distort the in- 
telligent consideration of fundamental issues, the correct 
determination of which is of such profound importance. 
Such fundamental issues deserve the most earnest consid- 
eration in an atmosphere of good will... . 


“We should be blind, indeed, if we did not see that some- 
thing has happened; that we, in common with the whole 
rest of the world, have been moving with a tide that has 
taken us from freedom toward some sort of statism, call 
; — you will among the various ‘isms’ that now are of- 

ered. 
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“Tf happily in this country a free economy survives the 
war, it may be the only one free economy left in the world. 
It is a survival we can not take for granted. The forces 
moving and acting against it, both conscious and sub- 
conscious, are all too little challenged.” 

Our people must make up their minds now. There must 
be no drifting and merely riding the tide. What industry 
wants is freedom, not freedom from this or that but free- 
dom itself. “To freedom there is neither part nor number. 
It is a design of life, suitable only for a strong, self-reliant, 
intelligent, individualistic people.” 

The American system rests on three fundamentals. The 
first is individual responsibility. The second is private 
property. “Property rights are in their very essénce hu- 
man rights.” The third is free competition, “democracy’s 
way of regulating the economy without tyranny.” But the 
emphasis must be on contribution, not on acquisition, “on 
the ‘give’ rather than the ‘take.’ In the long scroll of his- 
tory, and over the broad face of the earth, modern indus- 
trial civilization evolved only after a time when and where 
mankind had been inspired by the spritual concepts of 
mutual service.” 

Free enterprise and the American form of government 
are bound up together. “By our American form of gov- 
ernment we mean a representative, constitutionally limited 
government with the emphasis on the word limited. That 
is where the founders put the emphasis. Unlimited govern- 
ment in any form, even unlimited good government, is 
bound to devour freedom.” This is happening now, for 
increasingly ‘“‘we have come to be governed, not by laws 
that are first debated and then enacted, but by the device 
of so-called administrative law, which is to say, by decrees, 
executive orders, rules, regulations, and interpretations, 
which are dictated by bureaus, boards, commissions, all the 
new sprawling alphabetical agencies of government, and 
then sent to the Federal Register to be filed and published 
as law. The power bureaucracy has come to wield in this 
country is enormous, and ramifies, conflicts, parallels, and 
duplicates beyond belief.” 

Economies that are dictated rather than free “tend to 
insulate themselves from the rest of the world and to rely 
upon government cartels and monopolies. This creates an 
international restriction on competition which endangers 
peace because then governments themselves become great 
trading bodies, and the exchange of goods and services 
among nations is controlled, not by competition, but by 
military power. Cartels are contrary to the principles of 
free enterprise. International trade and domestic trade 
are not two things, they cannot be isolated in compartments 
one from the other.” 

Finally, taxation must be restricted to its proper func- 
tion: “to meet the limited expenditures of limited govern- 
ment. All schemes of taxation that go beyond this, such 
as those that are designed to redistribute the national in- 
come according to the notions of men in government, lead 
directly to that state of society in which people no longer 
support government, and by virtue of supporting it, con- 
trol it, but are themselves supported and therefore con- 
trolled by government, and cannot be free.” 


“Industry Will Finish the Job” 


William P. Witherow, president, Blaw-Knox Company, Pitts- 
burgh, Pa., chairman of the Executive Committee of the 
N.A.M. 

The promise, “Industry Will Finish the Job,” means “a 
last mighty effort to finish off the war and then get back to 
the America we want.” Some manufacturers and war 
workers have become “pretty complacent.” The premature 


prediction of victory has been costly. The workers who 
have left war jobs are not “traitors.” They are simply 
following the “human urge to look out for themselves,” 
They cannot be herded from one job to another by passing 
laws. “Labor’s voluntary contribution to this war has 
been outstanding.” 

The N.A.M. has made a survey which “indicates that 
postwar employment in manufacturing industry will ex- 
ceed the prewar level by 30 per cent.” Manufacturing 
can supply one-quarter of all the jobs if agriculture, trans- 
portation and service trades do as well. “Economists’ esti- 
mates of 55 million needed postwar jobs are certainly a 
possibility.” The survey has “laid the spectre of a pro- 
longed transition period of unemployment.” It shows that 
61 per cent of manufacturing industry asserts that it can 
“start peace production the very day it receives the signal— 
and 49 per cent will be able to swing over into full produc- 
tion that same day.” In addition 27 per cent can resume 
civilian production four weeks after it gets the “green 
light,” while 17 per cent expects to reach full production 
during that period. The survey shows that “95 per cent 
of all industry can complete reconversion within eight 
weeks, and 76 per cent of the firms can reach peak produc- 
tion in that period.” Furthermore, “66 per cent, or two- 
thirds of manufacturing industry can be geared to full 
scale employment.” 

Industrial management has denounced excessive war 
profits as “not only indefensible and dangerous, but rep- 
rehensible morally.” It still holds to that position. 


Economics, Industry and Government 
oe Wolman, professor of economics, Columbia Univer- 
sity. 

The current trend in policies affecting industry seems to 
be the product of public and private policies applied in the 
years since 1933. The federal and state governments have 
decided what the labor policy should be and have “boldly 
and vigorously” put it into effect. In consequence, the 
trade union movement has an unprecedented membership 
and power, has gained control of labor relations of “virtual- 
ly all of the basic industries of the country” and is now 
“the most effective instrument there is for interpreting and 
enforcing the policy.” The labor policy has in general been 
“to raise the wage rate at every available occasion, as we did 
in 1933-34, 1936-37, and 1939 to date, and to protect pre- 
vailing rates against any downward adjustment, as we did 
in 1938 and as we say we will do in the years after the 
war.” This amounts to saying that wages constitute a 
“peculiar species of price, which need not behave as other 
prices do.” 

Along with the wage policy go other policies whose aim 
is “to require business to pay wages for not working.” 
Numerous decisions in recent years embodied in union con- 
tracts and in decisions made by government agencies, in- 
cluding the War Labor Board, require “payment for travel 
time (portal to portal), for waiting time, for vacations, in 
the form of separation allowances” ; also “social insurance 
benefits, to the extent that such benefits are paid for by the 
employers.” It is not realistic to regard concessions of this 
kind as anything other than wage increases. This is not 
to condemn them, because some of them are necessary and 
actually constitute delayed reforms. The crucial question 
is whether along with increased wages there will be 
“equivalent advances in industrial productivity or ef- 
ficiency.” The vital matters are: the extent to which labor 
costs are increased, “the state of mind of business as to op- 
portunities for investment” and “the philosophy and prac- 
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tices of organized labor, which for the first time in the his- 
tory of this country occupies a dominant position in affect- 
ing the course of efficiency... .” 

It appears, then, that the labor problems ahead are cost 
problems which “cannot be wished away.” If they are dis- 
regarded, labor will be displaced rather than absorbed and 
unemployment will increase. “If and when that happens, 
we shall again have to distribute huge public funds to care 
for the unemployed and to protect wage rates which are 
unable to yield jobs.” 


Earle W. Webb, president, Ethyl Corporation; chairman, Post- 

war Committee of N.A.M. 

The enterprise system is threatened by people who pay 
lip service to liberty but who attack those economic beliefs 
which are “man’s only bulwark against a dictated eco- 
nomy.”” We face the consequences of a global change. We 
shall now have “to do business with nations that have gov- 
ernment-dictated economies, nations that countenance car- 
tels and government agreements as a basis for international 
commerce,” and there will be no prosperity unless we are 
successful in foreign trade. If we are to achieve success 
“self-interest must take a back seat in our global thinking. 
We must submerge our group interest in the common 
good.” This requires recognition that what is good for the 
whole may be “injurious to a part.” 


Representative Hatton W. Sumners, of Texas. 

The volume and concentration of governmental business 
make it necessary to transfer “general governmental 
powers back into the states. There is no possibilty of 
changing the bureaucratic characteristics of the federal or- 
ganization except by reducing its momentum . . . so that the 
federal organization will have responsibility only for fed- 
eral business, and then can again be governed by laws en- 
acted by the Congress instead of by directives promulgated 
by these bureaus. .. . There is no constitutional power that 
stands against the power that controls the purse string, be- 
cause it is extra-Constitutional. Through the control of 
the purse string, representatives of the people who met the 
King and Lords in Parliament, beginning in the 13th cen- 
tury, became not only a part of that Parliament, as the 
House of Commons, but became the government in Great 
Britain. Through the control of the purse string those 
representatives effected decentralization of power and 
ushered in the great period of democratic progress. 
Through the establishment of the control of the purse 
string in the federal organization, we have ushered in the 
great period of bureaucracy, and the end of democratic 
progress.” 


Donald Bertrand Tresidder, president, Stanford University. 

The American preference is for a government in which 
“(1) the people are the sole source of political power ; (2) 
all voters are equal; (3) the voters elect representatives to 
make laws and to govern their affairs, and (4) all the 
agents who exercise political power must retire at stated 
intervals or must submit themselves and their actions to a 
review at the polls.” Free enterprise is a corollary of this 
system. 

“T do not belong to the school that thinks we should go 
back to the 19th or even to the 20th century laissez faire. 
We agree that certain undertakings for the general wel- 
fare of our citizens should clearly be the responsibilty of 
government.” Further, the extent of government initiative 
depends upon the success of civilians in solving their own 
problems in private enterprise. ‘A necessary condition to 
preserving democracy is an economy which minimizes un- 
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employment, provides economic security and maintains a 
high standard of living. This is a difficult order, but 1 am 
not attracted by the alternative—a collectivist state.” 

Governnient and industry cannot stand in different cor- 
ners like prize fighters. “Democracy is a fragile form of 
government.” A disciplined and self-imposed restraint is 
essential. Furthermore, “our principal industries must 
determine the extent of responsibility for unemployment 
that they are willing to accept. On the basis of this under- 
standing plans should be laid to bring their combined energy 
and resources to bear upon the problem of mass unemploy- 
ment. To be fully effective these plans should be articu- 
lated at every point with the government’s own policies 
and work programs.” 


C. E. Wilson, president, of General Motors. 

While the war is being won preparations for quick in- 
dustrial conversion must be made. It is a four-fold prob- 
lem. The first factor is a physical one. The second is one 
of timing. The third has to do with psychological and hu- 
man-relations problems. The fourth is “the important, 
but less tangible thing, which we might call mental or spiri- 
tual reconversion. Pressure groups as well as individuals 
must learn how to be aggressive and ambitious without 
being quarrelsome and selfish.” 

It is a mistake to suppose that industry “provides” jobs. 
“Jobs are an end result of a great many factors. In the 
last analysis they depend on the customers’ willingness and 
ability to buy. Immediately after the war we believe there 
will inevitably be a heavy demand for such things as auto- 
mobiles, household appliances, housing and other durable 
comsumer goods. In General Motors we are planning on 
that basis. Our $500,000,000 postwar program is based on 
this anticipation and in the further belief that the people of 
our country will be willing to work for the things they 
would like to have.” Before the war General Motors’ 
highest employment figures were around 250,000. The war 
peak was 505,000. It is now about 455,000. It is “not un- 
reasonable to expect” a post-conversion demand for auto- 
mobiles that will be 150 per cent of the best prewar years. 
This should enable General Motors to employ perhaps 
400,000 people. But this is only part of the story. Sub- 
contractors and suppliers will have a corresponding in- 
crease over prewar business ; dealer organizations likewise. 

“. .. We should feel personally that we should make the 
effort, and not expect the government to look after us in- 
dividually. We can have freedom and independence only 
when we qualify to look after ourselves.” 


= Carey, Jr., president, Yale & Towne Manufacturing 
oO. 


A present problem is to secure an adequate flow of pri- 
vate capital into productive enterprise. Two erroneous 
ideas have “plagued us for a decade”: (1) The idea that 
the size of our debt is unimportant because it is internal, 
that is, “we owe it to ourselves.” Undoubtedly it is better 
to owe a debt to ourselves than to owe it abroad but even 
an internal debt “is a burden on production (which means 
living standards) and on opportunity (which means free- 
dom).” (2) The idea that the “flow of purchasing power 
must be controlled and channeled by government and, fur- 
thermore, that when there is an insufficient flow of purchas- 
ing power to assure living standards at the level thought 
proper it is the government’s function to generate pur- 
chasing power and to distribute it in the manner considered 
socially desirable.” This is exactly what drives capital to 
the storm cellar. However much we may “rail against the 
flight of capital to security” the sooner we recognize that 
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“the very nature of capital funds is to seek shelter in a 

storm” the better it will be. 

Paul G. Hoffman, chairman of the Committee for Economic 
Development, president of the Studebaker Corporation. 
Jobs are not created by speeches on full employment nor 

are real jobs created by “adding names to public or private 
payrolls.” In order to have “seven to ten million new 
peacetime jobs available” we shall need an increase of 30 
to 45 per cent in the output of goods and services above 
1940. In order to reach the goal that we have set business 
must “turn its back on monopolistic practices” and “apply 
with new vigor its traditional policy of expanding markets 
through short profits.” Labor must recognize that the 
surest method of increasing real wages is to increase out- 
put per worker—not through a speed-up but by taking 
advantage of “every mechanical and technological advance- 
ment which puts horsepower behind muscle-power.” Re- 
striction upon incentive forms of reward must be removed. 
Government activities must be such as to create “an eco- 
nomic climate favorable to the expansion of present busi- 
nesses and encouraging to the establishment of hundreds of 
thousands of new businesses.” Business must not say 
that “ ‘what is best for business is best for you,’ but rather 
that ‘what is best for you,’ meaning all the people, ‘is best 
for business.’ ” 

Robert M. Gaylord, president, N.A.M., and president, the 
Ingersoll Milling Machine Company. 

“It is quite probable that when we come out of the war, 
America will be an island of free enterprise in a world of 
collectivistic governments. Government enterprise is 
growing everywhere, because soft thinking—the desire for 
protection—and the willingness to tolerate monopoly in 
the name of adjustment, reconversion, or rehabilitation— 
are all too prevalent.” France has already begun to na- 
tionalize its coal industry and is tragically embarking on a 
collectivist policy. ‘With equal dismay” we see Britain 
accepting “‘collectivistic principles in the name of security.” 
However, “we can trade and live together peacefully in the 
same world with France and England.” 

Straight thinking is needed about cartels. The word has 
been used loosely. “The so-called ‘private domestic cartel’ 
is simply a conspiracy in restraint of trade and is contrary 
to our laws. . . . Cartels are agreements made by indepen- 
dent producers of different countries which limit produc- 
tion or distribution, or in some manner combine to fix sales 
prices. ... They are an evil.” 

Foreign Trade Policies 

Edward Riley, vice president, General Motors Corporation. 
There is need for formulation now “of a realistic, 

coherent foreign economic policy, centered in one depart- 
ment of our government for coordinated control and ad- 
ministration, and having the support not only of the busi- 
ness interests of the nation, but of agriculture and labor as 
well.” It is obvious that “whether we like it or not, our 
safety and security here in America are inextricably bound 
up with the safety and the security of the other nations of 
the world.” But there are grievous differences of opinion 
both in Great Britain and the United States. In this coun- 
try the difference is between those “who are willing to face 
the eventual import implications of our position as a credi- 
tor nation committed to underwriting a greatly increased 
volume of postwar exports of both goods and capital ; and 
on the other hand, those who are unwilling to face these 
implications.” A willingness to accept imports in goods 
and services is fundamental. 

In Great Britain the difference of opinion referred to is 


between those who “favor an expansive world economy, 
and who feel that they can successfully compete in world 
markets on the basis of efficient, low-cost quality produc. 
tion ; and those who, on the other hand, favor the restrictive 
course of preferential trading with less efficient, higher cost, 
cartel-protected production.” Those who advocate restric- 
tion would pursue a course that will not be congenial to an 
expanding world economy, but we should remember that 
they “find their greatest strength in their well-founded 
doubts as to our willingness here in the United States to 
accept the import trade balance which our position as an 
important creditor nation demands.” If either Great 
Britain or the United States fails to do what expanding 
world trade clearly demands the freedom and security of 
each will be jeopardized. 


A. de Posadas, Industria Lanera del Uruguay, 


The economy of Latin America is markedly different 
from that of the United States. “Our basic economy is 
agricultural and in some regions pastoral, and this is the 
means of livelihood of more than two-thirds of the inhabi- 
tants. We are important producers of raw material and 
foodstuffs. Mining too, has been of great importance, 
since the early Colonial days, and the exports of several 
Latin American countries are principally, if not entirely, of 
mineral products. Latin America produces nearly one- 
third of the world supply of silver and lead, one-quarter 
of the copper and one-seventh of the petroleum. The scar- 
city of power and the difficulties of transportation prevent 
a larger development of the mining industry. Manufac- 
turing is not very important in Latin America; the prin- 
cipal obstacles that check it are: the lack of certain raw 
materials, the limited supply of technical labor, the small 
local markets, and the difficulty and expense of transporta- 
tion. Consequently manufacture is limited to the produc- 
tion of articles for domestic consumption, principally food 
and clothing.” 


Good neighborliness does not mean “a system of special 
areas of preference for inter-American trade, as the Im- 
perial system established at Ottawa in 1932, which gave the 
members of the British Empire special trade advantages 
not available to other countries. What we want is free, 
healthy and solid postwar world trade, based on free com- 
petition.” But it will be necessary for governments and 
private industry in each country to “adapt their produc- 
tion and distribution to the possibilities of the other coun- 
tries of America and of the rest of the world, by following 
the changing trend of trade” ; they must collaborate so that 
the technical knowledge and capacity for organization— 
capital, plant and manpower of the United States—may 
be linked to the great potential and untapped natural re- 
sources.of Latin America. American business should sup- 
port efforts of governments and of private business in 
Latin American countries. “You need not fear that the 
rational and progressive industrialization of the Latin 
American countries and the expansion of production of 
raw materials and foodstuffs, similar to those produced in 
the United States, will hurt the products of this country 
and cause unemployment.” Changes are bound to occur 
and are already occurring, but the process of industrializa- 
tion “has not diminished international trade. On the con- 
trary, it has increased it as a consequence of the improving 
standard of living of the population.” Latin America 
does not want “an unduly protected industry but rather one 
that can stand on its own feet in normal world trade and 
contribute its share to world improvement.” 
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